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YrSil AN 
Senate Asked to Remove The invitation to the Council to present testimony 
15% Limit on Overhead before the Senate subcommittee considering the 
Payments for Research appropriation for the Department of Health, Edu- 


cation, and Welfare, came so late that it proved 
impossible to supply a witness. However, by arrangement with the subcommittee, a 
> an written statement by William B. Harrell, vice president in charge of business affairs 
of the University of Chicago, has been offered for the printed record. President 
Adams has sent copies to all subcommittee members. (For a list of the members, see 
this Bulletin, Vol. VIII, No. 16.) 
The statement follows. 


This statement is directed toward the limitation on reimbursement of indirect costs 
under grants from the Department of Health, Education, and Welfare for research in the 
life sciences to 15 per cent of direct costs, which was fixed by the Congress in author- 
izing appropriations for this purpose for the fiscal years 1958 and 1959. The opportunity 
to comment on the financial problem created for educational institutions by this limita- 
tion is deeply appreciated. 

Since World War II, the Congress had made possible a large expansion of research 
programs in the life sciences at educational institutions through appropriations for this 
purpose available to the Department of Health, Education, and Welfare. It is assumed that 
the purpose of the Congress in authorizing such appropriations is to strengthen the 
nation by increasing scientific knowledge and enlarging and improving the nation's 


me scientific capabilities. Educational institutions are by reason of the special 

& talents of their scientific and professional staffs, and by their tradition of freedom 
in research and teaching pre-eminently qualified to make important contributions to 

school the advancement of knowledge. The sponsorship of scientific research by the Government 
has also increased the capacity of educational institutions to train young scientists 

68 to carry on the nation's research and training programs in the future. 


As recently as twenty years ago, scientific research in educational institutions 
was a comparatively small activity, whether measured in terms of man hours, or annual 
expenditures. Prior to 1940, only a few universities were able to appoint to their 
staffs men and women whose primary responsibility was to carry on research and train ad- 
vanced research workers. Before 1940, the general rule was that the professor performed 


bs. his research in the limited time available after discharging his teaching responsibilities, 
on weekends and during vacation periods; often in small and inadequately equipped labora- 
3 tories. The average professor considered himself fortunate if he could obtain a grant of 


$3,000 - 5,000 from a private foundation to assist him in purchasing a few scientific 
instruments and research materials. 

Fortunately for the nation, this situation has changed radically during the past two 
decades. At the present. time, leading educational institutions are so organized that a 
substantial fraction of the time of the faculty and of the annual budget is available for 
research and for training advanced graduate students. The expanded research programs, 
however, have entailed major changes in organization and operation. Large capital ex- 
penditures have been made for new laboratory facilities. Supporting staff has been 
added to assist leading investigators in carrying on their research. Administrative 
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staffs have been enlarged to handle the maintenance and operation of the expanded 
plant, to purchase and maintain scientific equipment, to procure research materials, 
to handle the accounting for expenditures and to prepare the required scientific 
and financial reports. 

Fiseal policies which did not recognize all indirect costs of research and 
advanced graduate training were tolerable for educational institutions when the 
volume of research was comparatively small, and the primary emphasis was on under- 
graduate teaching. Educational institutions, however, are no longer in a position 
to provide from other sources the necessary funds to cover the related indirect 
costs of the expanded research programs which have been undertaken to a large ex- 
tent under Government sponsorship. 

The President's Science Advisory Committee in a report entitled "Education 
for the Age of Science", which has just been released, includes as one of its 
recommendations that “Government agencies concerned with research in science and 
engineering re-examine the terms of their research support to educational institu- 
tions with a view to avoiding placing a financial burden or penalty on such insti- 
tutions by reason of inadequate coverage in research contracts or grants of costs 
properly chargeable as overhead and for management allowances. Without serving as 
a subsidy in any way, proper handling of these fiscal matters can make certain 
that the research support will not affect adversely the opportunity to use the 
research effectively for the education of students, for the attraction and reten- 
tion of able faculty members, and for the release of teachers and students from 
burdensome administrative and fiscal restrictions." 

In 1955, the National Science Foundation prepared a report which emphasized 
the lack of uniformity among agencies of the Federal Government with respect to 
the payment of indirect costs on Government-sponsored research, and suggested a 
Government-wide study. Early in 1956, the Director of the Bureau of the Budget 
took the initiative and in August of that year organized an Interagency Committee. 
This Committee issued and made available to representatives of colleges and uni- 
versities for study and comment (under date of April 22, 1957) a draft of "Principles 
for costing research and development under grants and contracts with educational 
institutions." The American Council on Education, at the invitation of the 
Director of the Bureau of the Budget, appointed a committee of representatives of 
colleges and universities to work with the Interagency Committee in reviewing and 
revising the proposed "Principles", and under date of September 10, 1958, the 
Director of the Bureau of the Budget issued the "Principles" as Circular No. A-21. 

In transmitting Circular No. A-21 "to the Heads of Executive Departments and 
Establishments," the Director of the Bureau of the Budget stated: "This Circular 
provides the basis for a uniform approach to the problem of costing research and 
development performed by educational institutions under grants from and contracts 
with the Federal Government. The principles and related policy guides provided 
herein are designed for Government-wide use. All Federal agencies that sponsor 
research and development work at educational institutions are requested to apply 
these principles and related policy guides to the fullest extent practicable in 
determining the amounts to be authorized under grants or contracts for such work 
and in developing budget estimates therefore." 

The Director of the Bureau of the Budget also stated in his letter transmitting 
Circular No. A-21 that "the objective of this Circular and its attachments is to 
provide to educational institutions recognition of their full allocated costs of 
research under generally accepted cost accounting principles. Alternative methods 
are specified as permissible in unusual circumstances or to prevent inequities. No 
provision for profit or other increment above cost is intended." 

As one of the representatives of the American Council on Education who was 
privileged to work with the Interagency Committee on this problem, I can state with 
assurance that "no provision for profit or other increment ebove cost" is permitted 
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under the cost "Principles" embodied in Circular No. A-21. Experience may well 
demonstrate that the "Principles" are too restrictive and do not in fact "provide 
to educational institutions recognition of their full allocated costs of research." 
Nevertheless, we trust that all Federal agencies which sponsor research and de- 
velopment in educational institutions will accept the "Principles" and implement 
the related policy guides incorporated in Circular No. A-2l. 

Among the general provisions of the Conference Report on the appropriation 
bill providing funds to the Department of Health, Education, and Welfare for the 
fiscal year 1959 was included Amendment No. 54, which reads as follows: "Inserts 
language proposed by the House and stricken by the Senate which limits the amount 
that may be paid to cover indirect costs. The manager on the part of both the 
House and the Senate agreed to the restoration of this limitation with the under- 
standing that the question of changing such limitation was being deferred due to 
the fact that the Interagency Committee composed of representatives of the 
agencies of the Federal Government most concerned with this matter have not yet 
made their final report." 

As has already been noted, the Director of the Bureau of the Budget has re- 
quested all Federal agencies that sponsor research and development work in edu- 
cational institutions to apply the "Principles" and related policy guides in- 
corporated in Circular No. A-21. We, therefore, respectfully request that the 
15 per cent limitation on indirect costs be omitted from the legislation covering 
future appropriations to the Department of Health, Education, and Welfare. 


Language Teaching Commissioner of Education Lawrence G. Derthick has 
Institutes Listed announced approval of 12 more foreign language insti- 


tutes made possible by the supplemental appropriation 
signed by President Eisenhower on May 20. The 12 new institutes -- together with 
4 previously announced -- will be established at colleges: and universities to pro- 
vide additional training for teachers of modern foreign languages in elementary 
es and secondary schools. 

The 16 institutes will be financed by the Federal Government at a cost of 
approximately $1.5 million, the amount now available for this program for the 
current fiscal year. Commissioner Derthick said that the institutes for which 
funds have now been made available "represent a major step forward in dealing 
with a problem of critical importance in the Nation's education program -- the 
shortage of adequately trained language teachers in elementary and secondary 
schools." 

Language teachers in both public and private schools are eligible to enroll 
in the Government-financed language institutes and should apply directly to the 
colleges and universities which will be conducting them. Public school teachers 
will receive stipends of $75 a week and an allowance of $15 a week for each 
dependent. Private school teachers are not eligible for stipends or allowances 
but like public school teachers may attend the institutes tuition-free. 

The colleges and universities which will conduct the institutes follow: 

SUMMER INSTITUTES 


COLGATE UNIVERSITY (6 weeks, June 29-August 7). For secondary school teachers of 
1g French, German and Spanish. 


UNIVERSITY OF COLORADO (8 weeks, June 22-August 14). For secondary school teachers 
of French, German and Spanish. 


UNIVERSITY OF GEORGIA (6 weeks, June 15-July 22). For secondary school teachers 
of French and Spanish. 


HOLLINS COLLEGE (8 weeks, June 22-August 16). For secondary school teachers of 
French and Spanish. 


al. 


LOUISIANA STATE UNIVERSITY (8 weeks, June 14-August 8). For elementary and second- 
ary school teachers of French and Spanish. 


UNIVERSITY OF MAINE (7 weeks, July 6-August 21). For secondary school teachers of 
French, Spanish and German and elementary school teachers of French. 


UNIVERSITY OF MICHIGAN (8 weeks, Jume 22-August 14+). For elementary and secondary 
school teachers of French, German and Spanish and secondary school teachers of 
Russian. 


UNIVERSITY OF MISSOURI (6 weeks, June 22-July 31). For secondary school teachers 
of French and Spanish. 


SAN FRANCISCO STATE COLLEGE (8 weeks, June 29-August 21). For secondary school 
teachers of French and Spanish. 


UNIVERSITY OF SOUTH DAKOTA (7 weeks, June 15-July 31). For secondary school teach- 
ers of French, German and Spanish. 


UNIVERSITY OF TEXAS (8 weeks, June 22-August 14). For secondary school teachers of 
French, German, Spanish and Russian. 


UNIVERSITY OF WASHINGTON (8 weeks, June 29-August 21). For elementary school 


teachers of French and Spanish and secondary school teachers of French, Spanish, 
German and Russian. 


ACADEMIC -YEAR INSTITUTES 
INDIANA UNIVERSITY. For secondary school teachers of Russian. 
UNIVERSITY OF MASSACHUSETTS. For secondary school teachers of French. 
UNIVERSITY OF NEW MEXICO. For secondary school teachers of Spanish. 


WESTERN RESERVE UNIVERSITY. For elementary school teachers of modern foreign 
languages. 


Corrected Figures Given Funds authorized for the College Housing Loan Program 
On College Housing Bills in the Senate version of the Housing Bill (S.57) were 


incorrectly reported in Vol. VIII, No 17 of this 
Bulletin. The Senate bill would authorize a total of $300 million in new loans, 
of which $225 million would be for dormitories, $37 4 million for dining facilities, 
infirmaries, etc., and $373 million for nurses' and interns' housing. 

In any event, the House version is preferable from the point of view of col- 
leges and universities, since it would authorize a total of $400 million, of which 
$40 million would be for dining facilities, infirmaries, etc., and $40 million for 
nurses' and interns' housing. 

The Senate bill would authorize an additional $125 million for a new loan pro- 
gram for academic facilities, such as classrooms and laboratories. The House bill 
has no parallel provision. Hence hope for approval of this new program rests on 
agreement of House conferees with Senate conferees that such a program is needed. 
The names of the conferees were listed in this Bulletin, Vol. VIII, No. 17. 
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